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On the 1948 Agenda 


M°?" American managers can look 

back over the past year with satis- 
faction. Companies are prosperous, 
production is increasing, and industrial 
peace is more in evidence than it has 
been for many years in the past. 

A free enterprise economy, however, 
is never static. Under it, only those who 
can anticipate coming problems and 
find solutions for them before they pre- 
cipitate a crisis can hope to exercise the 
managerial function for very long. 

Under the pleasing surface presented 
by today’s industrial statistics, a good 
many hazards are lurking. Further, 
many of the decisions management must 
make during the coming months will 
have far-reaching repercussions which 
may affect the whole course of our eco- 
nomic progress. 

As 1948 begins, theseleee, it may 
help us to set down a few of the more 
important issues confronting manage- 
ment: 


1. Break-even points. Nearly all com- 
panies know that their break-even points 
are too high, but too few have definite 
plans for bringing them down. In many 
cases, it is true, the task looks almost 
impossible, but no manager can afford 
to excuse himself from tackling it on 
that basis. American management has 
often accomplished the impossible in 
the past—and it must continue to do so 
if it wants to continue to manage. 

2. Accurate forecasts. Along. with 
the cost reduction effort must go a sys- 
tematic program for taking the com- 
pany’s economic bearings—setting the 
goals it may be expected to achieve 





under any given set of conditions. Man- 
agement has more techniques it can util- 
ize toward this end than it has had at 
any similar time in the past, and more 
statistics are available to it. If unpre- 
dictables still remain, they are fewer 
than they used to be, and the chances 
of accurate results are greater than at 
any time in the past. 

3. Prices. Price reduction is an ob- 
jective that cannot be achieved until 
the two projects listed above are well 
under way, but it is one management 
cannot afford to forget for an instant. 
Price cuts initiated voluntarily because 
they are warranted by cost figures will 
extend prosperity; those enforced by a 
falling off of demand could be disas- 
trous. 

4. Teventory of personnel. Yn a time 
of high employment, selection is greatly 
restricted, which means that skillful 
placement assumes greater importance. 
Knowledge of the aptitudes and skills 
available in the organization, and of the 
spots where they are most needed is, 
therefore, a “must.” This is particularly 
true of management personnel, which is 
too often hired more haphazardly than 
rank-and-file labor. 


5. Legislation. Few business men are 
indifferent to what goes on in Washing- 
ton, but when it comes to making their 
views known, too many of them are 
prone to leave the job to someone else. 
There are many organizations that 
claim to speak for business, or for 
specific segments of it, on legislative 
matters, and many of them do an excel- 
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GENERAL OUTLOOK 


There seems to-be general agreement 
that no business upsets are likely in the 
first few months of 1948. — 


Production, it is estimated, will rise 
slowly as new plants and machines come 
into use, although no large-scale rise 
is believed possible with full employ- 
ment already a fact. Construction, 
which revived strongly in the last half 
of 1947, is expected to continue its ad- 
vance. 


“The stimulus of deferred demand 
has not yet run its course,” the Cleve- 


. land Trust Company states, “. . . if 


we consider purchasing power as a 
whole, the evidence is that sufficient over- 
all buying power exists to support large 
business activity at current prices.” 

yAnd it is true that price increases so 
far have not curbed expenditures to any 
extent. At the end of the year, con- 
sumers were spending at the unprece- 
dented rate of $170 billion a year. 

Business Week believes there is even 
some hope for a leveling off of prices 
between now and summer. Exports, it 
declares, are not likely to be larger than 
in 1947 even under the Marshall Plan; 
inventory accumulation will be less than 
in the first half of 1947; and there is 
a possibility that an increase in produc- 
tivity per man-hour may occur, partially 
offsetting the effects of a third round of 
wage increases. 


DISTRIBUTION 


Unit volume of pre-Christmas retail 
sales was about equal to that of 1946, 
and dollar volume was well above the 
previous year. For department stores, 
the dollar volume was about 10 per cent 
over the 1946 figure, while unit sales 
were off slightly. 


(Continued on page 2) 








Trends in Business 
(Continued) 


PRICES 


Wholesale prices continued to advance 
in December, and it is probable that 
advances occurred at retail also. The 
consumer’s price index issued by the 
Bureau of Labor Statistics was un- 
changed from September to October 
(latest figure) remaining at 163.8, or 
about 10 per cent above October, 1946. 
Dun & Bradstreet’s wholesale food price 
index hit a new high of $7.24 cents on 
December 30, but dropped off again 
later. 

EMPLOYMENT 

Employment dropped somewhat from 
November to December, but the shrink- 
age was entirely seasonal, and was more 
than offset by a reduction in labor force. 
As a result, unemployment declined 
slightly to 1,621,000, the lowest figure 
since October, 1945. 

While the current seasonal decline 
in jobs is likely to continue this month, 
the Alexander Hamilton Institute re- 
ports, “there is good possibility that a 
reversal of the trend will be in evidence 
in February, and that a high level of 
employment will be maintained at least 
during the first half of 1948.” 


PRODUCTION 


Physical volume of production was 
about 8 per cent larger in 1947 than 
in 1946, it is estimated, and the ad- 
vance in dollar figures is even larger. 
Goods and services produced were rup- 
ning at an annual rate of about $235 
billion at the end of the year, as com- 


pared with $204 billion for 1946. 


CONSTRUCTION 

New homes under construction in 
November totaled 82,000—which, while 
13 per cent below the October figure 
tops November of 1946 by 72 per cent, 
the Department of Commerce reports. 

Building permit values (Dun & Brad- 
street, 215 cities), though down 5.1 per 
cent from the previous month, were 
64.2 per cent over the figure for No- 
vember a year ago. 
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Break-even points * Analysis of the 
figures presented by the 892 companies 
which have been reporting to the SEC 
since before the war indicates that their 
break-even points have, on the average, 
more than doubled since 1939, Fred V. 
Gardner of Fred V. Gardner and Asso- 
ciates, reported at the Production Con- 
ference. 

Taken as a whole, he pointed out, 
those companies must sell as much as 
they did in 1935-39 merely to break 
even, without any profit at all. 


Wage increases ¢ Main beneficiaries 
of a third round of wage increases, ac- 
cording to Sumner Slichter, Lamont 
University Professor at Harvard, and 
speaker at the AMA Production Confer- 
ence, will be the farmers, and to a 
smaller extent, the manufacturers of 
consumer goods. 

Since industry is already producing 
at capacity, he said, the increased ex- 
penditure by the workers will bid up 
prices still further. Farmers will be 
able to sell their goods for more than 
they could otherwise obtain, and the 
demand for consumer goods will rise. 

Since the rise in the demand for con- 
sumer goods will be affected by wage 
increases granted in both capital goods 
and consumer goods industries, Profes- 
sor Slichter added, it will more than 
offset the extra costs in the latter, which 
may, therefore, be expected to show a 
small increase in profits. The capital 
goods industries, he said, will probably 
break even, or perhaps come out ahead. 


Expiration dates ¢ It is being gen- 
erally taken for granted that the real test 
of the Taft-Hartley Act will not come 
until 1949, since many of the key union 
contracts now in force do not expire 
until that date. 

It is evident, however, that some very 
important ones come up for renegotia- 
tion before very long, and that this 
winter and spring will at least provide 
a preview of what is likely to happen 
in the long run. A partial timetable of 
expiration dates is as follows: 


January 31 


Pittsburgh Plate Glass Co. 
(interstate agreement, 
Glass Ceramic-CIO) 

Libbey-Owens Ford Glass Co. 
(interstate agreement, 
Glass Ceramic-CIO) 
eens Woolen Co. 
interstate agreement, 
Textile Workers-CIO) 





March 18 


General Motors Company e 


(interstate agreement, 


UAW-CIO) 


March 31 


Westinghouse Electric Corporation 
(interstate agreement, 
UE-CIO) 


April 15 


Allis-Chalmers Mfg. Co. 
(Farm Equipment Workers-CIO) 


April 27 
General Motors Company 
(UE 717 & 732) 

Other important contracts, including 
those of Goodyear Tire & Rubber, Sin- 
clair Oil Refining Company, the Pacific 
Coast Association of Paper and Pulp 
Manufacturers, will be up for renego- 
tiation in May. 

Pension plans « AMA surveys in 
preparation for the Personnel Confer- 
ence, February 16-18 in Chicago, reveal 
that many industrial relations men be- 
lieve pension plans will be among the 
most important issues when union con- 
tracts next come up for renegotiation. 

While a good many employers have 
already negotiated on the subject, some 
hold the view that pensions are not 
properly within the scope of collective 
bargaining, and hence that a refusal to 
discuss them cannot be considered a re- 
fusal to bargain. 

The point is still in doubt, but a 
ruling from the National Labor Rela- 
tions Board may be expected shortly. 
A case, involving the Inland Steel Com- 
pany and the United Steelworkers of 
America, was presented to the Board 
some weeks ago, after the trial examiner 
had ruled that the company was guilty 
of refusal to bargain. 

A similar case, involving the W. W. 
Cross Company, Inc., and the Steel- 
workers, is also before the Board, but 
in that instance the matter of insurance 
as a proper subject of collective bar- 
gaining is in question. 

Returns ° Large returns of consumer 
goods—all the way from dealers, 
through wholesalers, back to the manu- 
facturer—are being made in some lines, 
according to one AMA correspondent. 
“We have observed,” he writes, “that 
a great many dealers and wholesalers 
who are now pressuring manufacturers 
to take back merchandise were those who * 
ordered in vastly larger quantities than 
were actually needed in order to be as- 
sured of the earliest possible delivery.” 


James O. Rice 
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Employee Suggestion Systems Evaluated 
* o Employee suggestion plans appear to 


be fairly widespread. A recent private 
study concluded that “today, the rank- 
ing industrial organization which does 
not operate a suggestion system has be- 
come the exception rather than the 
rule.” Yet if the various indexes of 
evaluation are studied, they tend to 
show that the volume and quality of 
employee suggestions is on the whole 
not very considerable. 

1. The number of suggestions sub- 
mitted annually in a small sample 
studied by Professor Z. C. Dickinson 
ranged from 15 to 20 per 1,000 em- 
ployees to five or six per employee, and 
other surveys indicate that the former 
figure is much more typical than the 
latter. ‘ 


2. The percentage of employees par- 
ticipating appears to be small. At an 
electrical company which has a long- 
established and well-promoted sugges- 
tion plan, only 10 per cent of the com- 
pany’s 26,000 employees participate. At 
a smaller company, most of the sugges- 
tions come from 20 to 30 per cent of 
the workers. 


NUMBER ACCEPTED 


3. The number of suggestions ac- 
cepted is relatively small in most com- 
panies. In 1942, the labor-management 
suggestion committees are said to have 
received approximately 600,000 sugges- 
tions, of which approximately 40,000 
were given merit awards. 


4. Minimum awards are paid for the 
large majority of suggestions—the aver- 
age is approximately $12. And the per 
capita value of awards paid out is also 
relatively small. At an electrical com- 
pany, for example, it is a little over $2 
per employee per annum. At another 
company with thousands of employees 
only 100 awards of more than $100 
were made in 1946. 

The few companies which have made 
accounting studies of their suggestion 
systems have concluded that the plans 
resulted in increases in net revenue. In 
addition, many report valuable in- 
tangible benefits—increased knowledge 
and interest in the work on the part of 
employees. 

From the figures given above, how- 





ever, it is apparent that many companies 
are not getting the maximum benefits, 
either financial or intangible, that it 
might be possible to obtain from sug- 
gestion systems. 


REASONS FOR LACK OF SUCCESS 


The following have been among the 
major criticisms of suggestion plans, 
and it is notable that they do not apply 
in the case of companies which are 
operating particularly successful pro- 
grams: 


1. Lack of aid to employees in pre- 
paring suggestions. Many employees 
find it hard to put their ideas on paper. 
Hence an up-to-date list of major areas 
for improvement, outlines of proposed 
changes, and actual aid in writing up 
the suggestions have been found to lead 
to an increase in the number of ideas 
submitted. 


2. Poor management. Much criticism 
has been directed against suggestion sys- 
tem managers. Some are said to have 
“accounting minds” or “the treasury 
point of view,” in that they insist on a 
too exact dollars-and-cents evaluation of 
every suggestion, and are unable to see 
any merit in ideas outside their own 
fields of interest and experience. 

3. Lack of thorough investigation. In 
many companies, suggestions are sent to 
various company authorities for evalu- 
ation. This plan, of course, has the 
advantage of providing for expert 
analysis, but the part-time investigators 
can seldom spare sufficient time from 
their regular duties, and thoroughness 
of the investigation varies. Full-time 
investigators are, therefore, generally 
preferred. 


HANDLING REJECTIONS 


4. Inadequate handling of rejections. 
Continued employee interest depends in 
large measure upon the apparent justice 
of the evaluation committee’s rulings. 
It is essential that each employee whose 
suggestion is rejected receive an expla- 
nation of the reasons why, and some au- 
thorities favor using both a letter and 
a personal interview for this purpose. 
Some recommend allowing those whose 
suggestions are rejected to appeal the 
decision—a plan which is not likely 
to prove burdensome since few employ- 
ees ask for a rehearing if they have 
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received a clear explanation in the first 
place. It is also suggested that sub- 
jects being currently studied by the 
engineering department, and _conse- 
quently “out of bounds,” be announced, 
so that unnecessary disappointments 
may be avoided. 

5. Failure to stimulate continued em- 
ployee interest. The real test of a sug- 
gestion system comes in the long run-— 
in the beginning its very novelty carries 
it along. To sustain interest, top man- 
agement support, publicity to indivi- 
duals, regular competitions, requests for 
the solution of special problems may be 


of aid. 


SHARING THE GAINS 


Some companies do not pay any 
awards for employee suggestions. Mak- 
ing suggestions is considered to be part 
of the job, since it is done on company 
time and often with company assistance. 

But if “management does not care” 
or “pockets all the gains,” worthwhile 
suggestions are apt to be few. Hence 
most suggestion plans contain provi- 
sions for rewarding employees on an 
individual basis. 

Awards are generally a certain per- 
centage of the savings resulting from 
the suggestion. In three-fifths of all 
cases, this is 10 per cent of the savings 
of the first year. 

But the proper principle of reward 
should be to give the percentage which 
maximizes profits—that is, a 10 per cent 
share of the first year’s savings might 
bring suggestions worth $40,000 or a 
net return to the company of $36,000, 
while a 20 per cent share might result 
in suggestions worth $60,000, or a net 
return of $48,000. 

In many instances, the 10 per cent 
ratio has nothing to recommend it ex- 
cept historical accident. Hence an in- 
creasing number of companies are revis- 
ing reward ratios. 

One hundred per cent of the first two 
months’ savings is being more widely 
introduced. This amounts to almost 17 
per cent of the first year’s savings and 
represents a 100 per cent award in the 
many instances in which the benefit of 
the suggestion to the company is short- 
lived. 

Another proposal is that the cost of 
putting a suggestion into effect jbe 
amortized over its useful life, rather 
than deducted entirely from the first 
year’s saving. Where the latter prac- 
tice is followed, the amount the sug- 
gester receives is often much less than 
the nominal 10 per cent the plans are 
supposed to provide. 
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Chicago Personnel Sessions to Feature 
Reports on New Trends and Techniques 


Pension Plans, Compensation, Labor-Management 
Relations Act Experience Among Topics 


A broad picture of trends and new 
techniques in the fields of personnel 
administration and labor relations will 
be given at AMA’s Midwinter Personnel 
Conference, set for February 16-18, at 
the Palmer House, Chicago. 

Authoritative speakers from manage- 
ment and government will discuss how 
ihe ground rules of labor relations are 
shaping up under the Labor-Manage- 
ment Relations Act of 1947, and new 
provisions being incorporated into 
union contracts signed since the Act 
became effective will be analyzed. 

Speakers at this session will include 
Robert N. Denham, General Counsel of 
the National Labor Relations Board; 
Cyrus S. Ching, Director, Federal Medi- 
ation and Conciliation Service; and 
E. H. van Delden, Director of Industrial 
Relations, Libbey-Owens-Ford Glass 
Company. 

Another session will be devoted to 
employee pension and welfare pro- 
grams, both those incorporated in union 
contracts, and those developed by man- 
agement unilaterally. 

Compensation will be another fea- 
tured topic, with discussions of bonus 
plans, profit-sharing, and evaluation 
and compensation of management jobs. 

One entire session wil! be devoted 
also to methods of developing rapport 
between employees and foremen and 
higher management, and a number of 
approaches, both direct and indirect, 
will be suggested. 

John A. Stephens, AMA Vice Presi- 
dent for the Personnel Division, and 
Vice President, Industrial Relations, 
U. S. Steel, is in charge of the program. 


Marketing Men to Meet 
In New York March 18-19 


Market research, sales control, pric- 
ing and inventory policies are among 
the subjects scheduled for discussion at 
the AMA Marketing Conference, set for 
March 18-19 at the Hotel New Yorker, 
New York City. 





‘PERSONNEL WORKSHOP’ 
To BE on EXHIBITION 
At Cuicaco MEETING 


The 1947 “Personnel Work- 
shop,” an exhibit of personnel 
forms, and employee literature, 
was so well received that AMA 
has decided to make it a perma- 
nent feature of its Mid-Winter Per- 
sonnel Conferences. 

The Association hopes to make 
this year’s both larger and more 
inclusive than last year’s, and to 
that end solicits contributions 
from member companies. Such 
things as manuals, training mate- 
rial, forms, reports from person- 
nel departments. to top manage- 
ment, personnel policy statements, 
and employee publications of all 
types are desired. 

Copies should be addressed: 
Editor, American Management As- 
sociation, 330 West 42nd Street, 
New York City, and sent in as far 
in advance of the conference as 
possible. 














Survey of Personnel Practices 
In Unionized Offices Planned 


Research for AMA’s forthcoming re- 
port, Collective Bargaining in the Office, 
has turned up so much data on general 
office personnel administration that 
AMA plans to issue a special statistical 
study of the provisions found. 

The research report proper, which is 
based on a study of 300 union contracts 
covering office employees, includes ex- 
amples of typical and novel clauses 
dealing with various phases of person- 
nel administration. The - statistical 
study, which will be made up of tabu- 
lations on vacation practices, sick leave, 
overtime, promotion practices, sever- 
ance pay, and similar data, will appear 
some weeks later. 





The President’s Scratch-Pad 
(Continued from page 1) 


_ lent job. In too many cases, however, 
the tail wags the dog—the group pro- 
pounds the viewpoint and the individual 
business man accepts it for that reason 
alone. A better, if harder, way would 
be for each business man to study each 
proposal, make up his own mind about 
it, and then make his views felt through 
his organization. 

6. Communication. No one can say 
there is insufficient attention to commu- 
nication with employees at the present 
time. There is, however, a need for 
more study of techniques, and for great- 
er efforts to measure results—in terms 
of specific objectives. 

7. Expansion. The extent to which 
any company can safely expand its 
operations to meet today’s demand de- 
pends, of course, on what the figures in 
its forecasts show. The decision is one 
a number of companies will have to 
make this year, and on the sum of their 
decisions will depend economic progress 
for some years to come. 

8. Decentralization. Companies which 
have already begun expansion,.or are 
planning to begin it soon, face the re- 
lated problem of decentralization. We 
know that “bigness” has many advan- 
tages, and we also know that it has 
many disadvantages which are not 
always apparent on the surface. Each 
must be carefully weighed. 

9. Work satisfaction. In their deci- 
sions on all these questions, managers 
will be guided by one main objective— 
increasing productivity. But the post- 
war period has convinced many who 
were sceptical before that lack of in- 
terest on the part of the rank and file 
can nullify, partly or entirely, many 
of management’s best efforts in this 
direction. There is, therefore, a great 
wave of interest in methods of con- 
vincing the individual employee of the 
importance of his part in the company’s 
work, of providing him with the in- 
tangible work satisfactions which will 
induce him to put forth his best efforts, 
This must be management’s major proj- 
ect, not only for next year but for many 
years to come. 


Lelodan & Doihil 





